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SECTION 1. SUMMARY OF TRIXID3 AND DEVELOPLINTS

The rohabilitation of the world's rallwey systoms is still prizarlly
dopendont on tho groduction nnd distribution of rolling stock, Vorld
production of lorgmotives mnd froight cars jncreased in 1948 and will
jnoeroaso otill furthor in 1949. As a result, the world-wide backlog of
oonatruction orders will be oomsidorably reduccd by the ond of tha ycar,
Due to incroasingly officient use of limited rolling stock and acquisie
tion of replacemont stock in units of greater eapacity, many rallway
syatems are now able with loss cquipment to haul tonneges epproximating
or excecding those of prevar years. The world demund for motor vehicles
will contimwe in 1949 to oxceod supply. lotor vehicle production ine
creased abrut 12 porcent during 1948 and moy be expected Lo increase
still furthor in 1949. Interaction of supply and demend, however, will
be subject to many of the same oconoilo dislocations wvhich will affoct
reilroad cquipment production. (Item Fo. 1, C)

Increscing concorn over Communist penctration into the fanks of
Uriguayan woterfront workore is shown in the recontly reported Governmont
rrfusal to nllow & Polich vossel to dock st llontevideo, (Itom le. 2, B)

Tho Suudi Arabian ban en Rgyel Dutch Airlines {Fi2!) opcrat‘ioﬁa

. through Dhuhran after 15 January adds another Arab State to those apply=-

ing sanctions apainet the Netherlards ac & result of Dutch action in
Indonocsie., (Item No. 3, C)

Czochoslovakie is attempting to obtain.aircraft, including four-
ongine types, from the Israoli Govcrnment, This transection would gir-
cunvent the US dotermination to provent airoraft and aircraft parts
renching the USSR and its Satellite States. (Item No. 4, A)

Flights of the SinoeSoviet airlino into Sinkiang Province hava
recontly been inorensed from one a month to tio a week. (Item No. 6, B)
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SECTIOR II,  CURRENT DEVALOMAENTS

SURFACE _YRANSPORTATION

_ The rehabilitation of the world's radlwey systems is still primarily
dopendent on the production and aistribution of rolling stock. Yhis
procoss continues to o retarded by complex Castore which are keeping
aupply and demnnd out of normnl eligmment,’ On tho supply side, produce
tion capocity, except for dicseleolectric locomotivos, would be supfi-
clent to mest oven today's abtnormel requirements. Howovor, arbitrary
allocation of labor and raw maoterials to higher priority industries in

- some of the most important mamufacturing ereas prevents the industry

from doveloping its potontisl. Oz ihe demond side, oritical roquire-
nents ars frequently not translated into purchoses because of: (s) arbi-
trary governmontal allacation of stringent foreign oxchange to other im-

- port regquirements; end (b) in the case of ECA rcoeipiont countries,

prioritics which are establiched from the point of view of bread program
objectives rather than the requirements of an individual industry.

World production of .looomotivos and freight sars incrossed in 1948
and v £11 increase still further in 1949. As @& result, the world~wido
vacklog of construction orders will be considerably reduced by the end
of tho year, ) -

Due to increasingly officiont use of limited relling stock and
acquisition of replacoment stock in units of greater capacity, many reile’

- oy gystems are now able with less equipment to haul tomnagses approxi-

mating or exceeding those of prowor years.

Tho world demand for motor wehicles will continue in 1949 to excesd
supply. Hotor vohicle produstion increased ebout 12 percent during 1946
and nay be expected to incrcase still further in 1243, Interastion of

supply and demand, however, will be subjeot to many of the sem
dislocations which will affect railroad eguipment produotion. S0X1

Increasing coneern over Communist penctration into the renks of
Uruguayon wateriront weriers ie shown in the.recently raeperted Gevern-
nént refusal to sllow a Polish vassel to dotk at NMentevideo., The action,
unusual in internsticnal maritime relations, wos reportedly taken because
of pro~Communist activitics by the vessel®s personmel on previocus cells
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ot this port. While tho Urugucyen action 4 1ikoly to drow sharp pro-

tosts from Poland, it will probably not recult in parallel Polish

roprifels in viow of tha wiwkuel ahgonco of Uruguayan shipping from 50X1
overcens; trade,. )

CIVIL AVIATION

Be The Saudi Aravian ban on Roval Duteh Airlinos (KIA!) operations
through Dhohran aftor 1D Jonuary adds enother Arab State to thoso apply-
ing sanctionc ageinst the Notherlands ae & resulb of Dutch action 4in
Indoneasa (Seo TG Woekly Ho. 44). FIM will prebably ettonpt to withdraw
its fivo Constellations end two DC-4's, mow in the Far Bast, before the
Saudi Arabian doadline bleecks their passuge through Dhahran. Although
the Egyption Govornment has not sugpended Fl¥'s landing rights, the
company has discontinuod its flights to Cairo because it hag boen dbarred
from the lucrative traffic in the Persian Gulif arca, without which
operations to Cairo aro no longer profitable. ' 20X1

4o Ceeohoslovakia is attempting to obtain ciroreft including fourw
ongine ?ypes, from the laracll Government. 1his transection would gire
cunvent the US determinction to prevent aircraft and aircruft parts
roeching the USSR and ite Satellito States.

Czechoslovakia urpently needs new sircraft to replace the ranidly
detoriorating equipment now inm uce on its international routes. Feilure
to obtain now equipment will result ir the carly grounding of all
Crechoslovak intcrnational air sorvicen. {Dospito this serious situation,
Czocheslovalkia is pressing for air rights to porait the dovelopment of
soheduled sorvicos through tho Middle Dest to India. 3uch a lonp-haul
route could only be profitably operated tith four=onginoe sircraft.)

Affaire has rovealed that aftor finding all sther markots for four«engine
aircraft closed, the Czechoslownl: Government rocently sounded out tho
<I:;mrali. Government through tho Isrseli Ambassador in Prague, with a viow

( A former hipgh official of tho Czechoslovak Winistry of Foreign

to obtaining such transport trpes. Ths Israeli represontztive agreed to
explore the possibility.

There ray be sowmc connoction betireon the Czechosliovak aspirations
and Xoraeli President Weicmannt's recont request to the US Government for
authority to purchasc and export a Dougles Sicymestor {C=54) for his
fortheoming visit to the US. In view of tho strong uaterial support
renderod by Czechoslovakia to Igraocl during the erucial months of the
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Arsb=Jovich vor and the #loaa continuing rolations between the two

- countrios, there is a dlstinct poosibility thet Israel will gell Czecho-
slovokia either now aircraft purchased legitinately in the US or surplus

Isrsoli aircraft, sono of whioh wore aogquired in violation of the UN
truce. - '

i

The Loraeli Govornment §8 ostimated to have the following sircraflt
in ovtright ormorship or under its direct control:

Constellations - at lenst 1, possidly 8

C=5413 -20r3d
C-471%g - 18
C-46'g - §

. If Cgechoslovakia had applied pregsure on lersel during the heat of
the war in Palestine, there is 1little doubt that it could have obtained
options for four-engine airoraft on substantially its ovm terms, in view

- of the gorely noedod munitions and fightor airoraft Cecechoslovakis was
_supplying Israel., Now, howevor, Iorael can toke advantage of its

reletively seoure position to extract the maxirum advantajes from any
transport airoraft sale, . : -

Fli%ts of the Sino-Soviet airline into Sinkieng Province have
recently been inscreaced I'rom one a month to & woek. This eightefold
increasc in {requency ovor the route oonnooting Moscow with Hani (vie
Alma Ata~Ili«Tihwa) et political influenco
throughout Sinkiang Soviet. domination of
the eirline has pernitted omly nominal Chinese participation in the .so-
ealled "joint" entorprise. In September 1048, therefors, the Chineso
Govermment denounced the ton-year old agroement, but it sppesrs the dee
nunciation was simply e face-socving pesture that will not hamper the
continued Sovict air penotration of the Pravince.
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